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(b) Acquisition of title. If the mort-
gagee or a party other than the mort-
gagee acquires title at a foreclosure 
sale, or the mortgagee acquires title by 
a deed in lieu of foreclosure, and the 
mortgagee notifies the Secretary that 
a claim for the payment of the insur-
ance benefits will not be presented, the 
contract of insurance shall be termi-
nated. 

(c) Mortgagee fails to make payments. If 
the mortgagee fails to make the pay-
ments to the mortgagor as required 
under the mortgage, and does not reim-
burse the Secretary or assign the mort-
gage to the Secretary within 30 days 
from the demand by the Secretary for 
reimbursement or assignment, the con-
tract of insurance shall automatically 
terminate. The Secretary may later re-
instate the contract of insurance, 
which shall continue in force as if no 
termination had occurred, upon reim-
bursement with interest as provided in 
§ 206.121. Upon reinstatement, the mort-
gagee shall be liable for all MIP which 
would have been due if no termination 
had occurred, including late charge and 
interest as provided in § 206.113. 

(d) Notice of termination. The mort-
gagee shall give written notice to the 
Secretary within 15 days of the occur-
rence of an event under paragraphs (a) 
and (b) of this section. No contract of 
insurance shall be terminated under 
paragraphs (a) or (b) of this section un-
less such notice is given. 

(e) Voluntary termination. The mort-
gagor and the mortgagee may jointly 
request the Secretary to approve the 
voluntary termination of the mortgage 
insurance contract. Prior to approval, 
the Secretary shall make certain that 
the mortgagor is aware of the con-
sequences which could arise out of the 
voluntary termination of the contract 
of insurance. The provisions of § 203.295 
of this chapter concerning voluntary 
termination shall apply when a con-
tract of insurance under this part is 
voluntarily terminated. 

(f) Effect of termination. When the in-
surance contract is terminated, the 
mortgagee shall pay the monthly MIP 
which has accrued for the current 
month and which has not yet been paid 
to the Secretary, but the obligation to 
pay any subsequent MIP shall cease 
and all rights of the mortgagor and 

mortgagee shall be terminated except 
as otherwise provided in this part. 

(Approved by the Office of Management and 
Budget under control number 2528–0133) 

[54 FR 24833, June 9, 1989, as amended at 61 
FR 49034, Sept. 17, 1996] 

Subpart D—Servicing 
Responsibilities 

§ 206.201 Mortgage servicing generally; 
sanctions. 

(a) General. This subpart identifies 
servicing practices that the Secretary 
considers acceptable mortgage serv-
icing practices of lending institutions 
servicing mortgages insured by the 
Secretary. Failure to comply with this 
subpart shall not be a basis for denial 
of the insurance benefits, but a pattern 
of refusal or failure to comply will be 
cause for withdrawal of HUD mort-
gagee approval. 

(b) Importance of timely payments. The 
paramount servicing responsibility is 
the need to make timely payments in 
full as required by the mortgage. Any 
failure of a mortgagee to make all pay-
ments required by the mortgage in a 
timely manner will be grounds for ad-
ministrative sanctions authorized by 
regulations, including part 24 (Debar-
ment, Suspension and Limited Denial 
of Participation), and part 25 (Mort-
gagee Review Board). 

(c) Responsibility for servicing. The 
provisions of § 203.502 of this chapter 
pertaining to the responsibility for 
servicing shall apply to mortgages in-
sured under this part, except that ref-
erences in that section to payments by 
a mortgagor shall mean payments to 
the mortgagor. 

§ 206.203 Providing information. 

(a) Annual statement. The mortgagee 
shall provide to the mortgagor an an-
nual statement regarding the activity 
of the mortgage for each calendar year. 
The statement shall summarize the 
total principal amount for the year 
which has been paid to the mortgagor 
under the mortgage, the MIP paid to 
the Secretary and charged to the mort-
gagor, the total amount of deferred in-
terest added to the mortgage balance, 
the total mortgage balance and the 
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